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• We conduct and track a local survey of economic 
sentiment (monthly).

• Overall theme of responses in October 2008 was 
conditions were negative but not as negative as 
September 2008.

• Diffusion indices for general business conditions, 
sales, employment, and outlook for local economy 
relative to the national economy were all in the 
decidedly pessimistic range, though not as negative 
as the previous several months.

Shelby County Economic Sentiment



Bright Spot:

• Memphis retail, office, and industrial space 
markets remained stable even in this difficult 
economy.

• Retail vacancy rates, 9.5%, are lower than 10.1% at 
the beginning of the year.

• Memphis industrial space absorption (net 
absorption) was one of the highest ever for a 
quarter, and vacancies registered below 16% for 
the first time in several years.

• However, no new construction occurred in the 
industrial space market for the second consecutive 
quarter.



• Memphis home sales and prices continue to slide:



General Business Conditions:

• The GBC index comparing business conditions in 
October 2008 with September 2008 was 40.3, up 5.6 
points from its September month-over-month value. 
The six months forward-looking index was 48.3, 
indicating a majority of respondents feel general 
business conditions will be weaker six months from now.





Employment:

• The employment index comparing this October to 
September of 2008 was 41.7, an increase of 3.1 points 
from the September value. The employment outlook is 
below 50.0, indicating that a majority of participants 
reported that local employee count was decreasing.





Local Issues :

• Survey participants were asked the question, “What are 
the economic issues that you consider the most 
important locally?”





• The current financial crisis coupled with rising 
unemployment and falling consumer confidence will 
result in lower retail sales locally and nationally, 
increasing the probability of lower retail tax collections 
in the current fiscal year.

• Consumer confidence fell to an all-time low in 
September due to an increasingly pessimistic perception 
of economic conditions, stock market volatility, and 
housing/credit market woes.

• Most sectors of the economy are on the decline, with the 
notably strong exception of government consumption.

• Extreme fluctuations in the stock markets and a 
probable recession suggest a decrease in Hall Income 
Tax collections. 



• Toyota’s decision to produce the Prius model at the 
Tupelo plant instead of the Highlander SUV could 
strengthen the plant for the long run as consumers 
demand more fuel efficient vehicles.

• As a supplier of high-end steel, Nucor Steel’s Memphis 
plant could see long-run benefit from both Toyota 
Tupelo and Nissan’s Canton, Mississippi plant.

• Toyota Tupelo could also benefit Middle Tennessee 
auto parts suppliers and strengthen the state’s auto 
industry in general.



• A declining economy coupled with the ailing, Big 
Three domestic automakers could spell trouble 
for Tennessee’s Saturn plant.  Further, declining 
auto sales will lead to reduced Motor Vehicle 
Title tax collections.

• Growth in Gross Domestic Product was negative 
in the 3rd quarter of 2008, down 0.5% and will be 
sharply lower in the 4th quarter. 

• Corporate profits have fallen for four straight 
quarters and are expected to decline further in 
calendar year 2009. This is likely to impact 
Franchise and Excise taxes.



Chart 6. Gross Domestic Product Percent Change Over
Prior Quarter, 2007-2008

*Consensus Forecast – USA (November 10, 2008).
Note:  data are seasonally adjusted at an annual rate.
Source:  U.S. Bureau of Economic Analysis.



Unemployment Rates Are Rising
• October Unemployment Rates:

→U.S. = 6.5%, Tennessee = 7.0%, seasonally 
adjusted.

→U.S. = 6.5%, Tennessee = 6.7%, not seasonally 
adjusted.

→Memphis MSA = 7.3%, not seasonally adjusted.

→City of Memphis = 8.3%, not seasonally adjusted.

→Shelby County = 7.4%, not seasonally adjusted.
Note:  Local rates are for September.

Source:  U.S. Bureau of Labor Statistics.





Chart 7. Total Annual U.S. Nonfarm Payroll Employment,
2007-2008 (000)
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Source:  U.S. Bureau of Labor Statistics (establishment based – NOT seasonally adjusted).



• Residential development has come to a stop so 
that there will be no growth in the property tax 
base for local and county governments in the 
foreseeable future. 

• A terrorist strike in the U.S. would have a 
strong negative impact on U.S. economy. 

• Al Qaeda has signaled no let up in tensions with 
the U.S. for President-elect Obama.



Chart 8.  Population Growth, Selected Tennessee MSAs, 1990–2007

Source:  U.S. Census Bureau.



Chart 9.  Construction Employment, Percent Change,
October 2007 v. October 2008

Source:  U.S. Bureau of Labor Statistics.
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Chart 10. Value of Construction Put in Place,
Percent Change, September 2007 v. September 2008

Source:  U.S. Census Bureau.

8.0%

54.0%

12.1%

-6.6% -10.3% 3.8% -27.1%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

Total
Construction

Total Private Total Public Total
Residential

Total Non
Residential

Total
Manufacturing

Total Office



Chart 11. Employed Tennessee Residents, 1998-2008 (000)

*SBBER estimate.
Source:  U.S. Bureau of Labor Statistics, Current Population Survey (residence based).

*



Chart 12.  Employed Memphis MSA Residents, 1998–2008 (000)
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Revenue Forecasts



Chart 13.  Tennessee Sales and Use Tax Collections, 
Annual Percent Change 1978-2008
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Chart 14.  Tennessee Total Tax Collections, 
Annual Percent Change, 1978-2008




















